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Assistant Director for Research and Reports 


7 October 195 « 


Deputy Chief, Economic Research Area, Of® 


Possible Additional Reductions In Authorized Strength of 
the Economic Research Ares, OSH 


1. General Conaideratioa o 

Since 1 July X 956 the activities of the ERA have con- 
tinued to expand, in large part in response to sharply in- 
creased demand from priority coasuner*. This heus taken place 
during a period of disiniohiug authorised strength, lb meet 
new responsibilities assigned during the period it has been 
accessary on several occasions to abandon or cut bach on certain 
activities and to reallocate personnel resources, culminating 
in the sutsster of 1958 in as extensive rsorgqalzat ion involving 
three of our four divisions . This recent very considerable 
effort to economise is the utilisation of our manpower has 
^effectively eliminated such flexibility as we might otherwise 
have had in meeting: further reductions in strength. To meet a 
2$ cut in authorised strength would involve the elimination of 
eight positions from our total authorised strength of 4 11. A 
cut of 5 $ would involve the loss of 20 positions. Reduction 
in either of these amounts would necessitate a shift sway from 
work which has been considered of a priority nature up to the 
present time; of course the damage trass, loss of the .latter 
figure would be the greater. 

£. impact of Possible Cuts in Personnel Strength 
a. Two per cent reduction: 

Activity Saagaat 

Research an population in the This would mean assignment 

European Satellites (1 position) of partial responsibility 

for this subject to the re- 
gional branch eliminating 
existing focus of basic re- 
search on satellite manpower 
problems. 
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mmJESti Possible Additional Reductions in Authorized Strength 
of tin Economic Research ORR 

Activity Cggggpt 

Iteseereh oa Council for Bcoaoalc Stis responsibility would 

Hat*! Assistance (CSKA) (1 position) have to be gives some other 

analyst on a jart-fcise basis, 
sad in view of tbs incrowsing 
importance of CS&A as a Soviet 
dominated, coordinating 
mechanise. would be regrettable. 


Study of iroblssss in the ma chi ner y 
building industry (l position) 


Study of Soviet Bloc merchant ship 

construction 


Study of USSR Steel Industry 
(a positions) 


frsde Control Support (g persons) 


Sines tbs impose intelligence 
MtiMttt are becoming In- 
creasingly problem-oriented 
the lack of fall tine attention 
by one person to these problems 
would possibly diminish the 
reliability of our estimates In 
this field. 

B» s«r chant shipbuilding 
program of the Bloc has been 
expanding in support of the 
expanded eoasaerclal activities 
of these countries* Loss of one 
position would be felt in our 
diminished ability to meet QV& 
support eosEitaeets. 

With fixed co*sai1s»ents for EXE 
and SIS production our capacity 
for coverage of current steel 
industry teveldfaeat* in a com- 
prehensive say would be sharply 
affected. Support for the Air 
targets Division would be cur- 
tailed and self-initiated basic 
research would probably be im- 
possible. 

Elimination of these positions 
would mean! less 1 nte l 1 !f gw ><*i» 
support to V.3. policymakers 
on export controls; and redaction 
of direct intelligence support 
on enforcement, fhis would 
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Sm jeett Additional 'seduction la MxUm’lM&i m^rniglm 

of the StoettOteic SeeeareB Area* OSS 

.--.gtivity Cotaemfe 

«r _ J 

fraeie control Ou&pert (2 persona) vnMljr cecesaitetc inffcmisie 

the Battle Act Adfedaietmtoar of 
reesssed possSMAltieo 

y sad «ouM bring *» to an absolute 

rdxdmas. iii ®#®ert of trade cen- 
tral activity possible setter 
exlctiag scegalatlcfea aad legis- 
lation. Uliis would thie 

bras'iffh to S jffllCosBiOKiate con- 
trasted. vitb a fame** siCTsagtt 
of 60 see*? 3 o* t fears a®®* 

b. Fire Bar cast y»4uctS4K5; 


Aotjgity 

Kca?Jc CBi asst QexKWft ®i»»lwlKMro, 
Sotriat claw labor and Iziter~Moe 
edf^bien (l person) 

;:»rS. oil growth and siae of Soviet 
SIBB and industry (1 person) 


;,M]^uiMiag£ Beeeaasoli (3 


gaBaaB3.it 

VOttla result ia SMaiM 
support. capability for QBE »ad ®/P. 


Ms section of 83SE Breach 
uould have to shrink to 5 people* 
am. time l tm& Of a position wulfi. 
be serious is that it would re- 
duce our capacity for exploring 
new t&cxi eae^ idjafeittBl linee of 
research £t» tMs difficult field. 

It jssiy be noted that parallel 
wit os the U.6. eeonsny is done 
by the Itrinal Ewseree Board and 
by the S&tiemX Ismem Bn. vision 
of the SeparfcaiBett of Qommvt»* who 
together employ sore than 100 people. 

381*6 it ie beMewsd it would be 
ueoesasxy to aliatoate the Ship- 
building Bwsmh* JtsasaiiplKg «cee 
of its tmtsM&m set pmtttme 
with a set sm/S^g Of $ petal tlesis. 
TM» -would be* costly «fcse» usa&effe 
else in the ImtooiiMfgm®** eaarwrJtty 
is there being &om as. adequate .“job 
Oi*. Bloc aad trade aasl 

sueh a cut-%®^ would seriously 
4m&0z the cewruse 4a 

this field* E lte loe« would have a 
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Subject: Possible Additional Reductions in Authorized Strength 
of the Economic Research Area, ORR 

Activity Coroeat 


Shipbuilding Research (3 persona } 
(con't) 


Non-Ferrous Minerals Research 
(l person) 


Research on Soviet Petroleum 
Industry (1 Person) 


direct impact on both the SXE 
and HIS programs. Furthermore 
the elimination of another 
military branch so soon after 
last s maaer's reorganization 
would certainly have an impact 
on the morale of analysts in 
the Aircraft Branch, possibly 
causing tiie more productive 
among them to seek other em- 
ployment. 

We would probably want to take 
the cut by discontinuing the 
coverage of certain of the large 
numbers of non-ferrous metals 
and minerals in the Soviet 
Ifetlon possibly including such 
important ones as diamonds or 
lead and zinc. With fewer 
people in a situation where the 
data problem is a very serious 
one it is likely that our re- 
search would Suffer a reduction 
in reliability and we would be 
less able to respond to frequent 
requests in tills area. Our 
support to the Air Targets 
Division of Air Force Intelligence 
and to the IRES program would 
suffer. Also, publication of 
basic self Initiated research 
would become even more remote 
than at present. 

loss of a position here would be 
unfortunate particularly since 
we had been, hoping as soon as 
possible to do research on the 
important and rapidly expanding 
USSR natural gas industry. Th is 
project would have to be deferred 
and basic research would suffer 
with consequences bearing directly 
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Activity 



Satellites Chemicals Industry 
(l person) 


ellaigKtIag coverage of 1 or ssore 
countries . taking on® person 
tsxm the Satellites component 
would really be an act of 
desperation. She ’2&8R section 
could cot be eat because of its 
heavy engagEs-eat in abostc energy 
and rocket foals research. Our 
Chinese research problem has 
eriorKOusly skpaaded over the last 
year because of the need to follow 
a rapidly changing chemicals 
picture la (kxaeunist China, She 
Satellites section is also fully 
occupied and accepting the cut 
here appears siasply to be the 
least of alternative evils. 




•Srade (l person.) 






Itasearch in European Satellites 
Trade {1 person) 


would be regrettable if it were 
found to be- nec e s sary since it 
would be in conflict with the 
current effort of the ERA to ex- 
pend our research on the Chinese 
‘lead forward" pragma. 

This cut would reduce the 
support we are now able to give 
to policymakers responsible for 
offsetting Soviet ecaaoeiie 
penetration of the Tvm world, 
a program la which the European 
Satellites are playing a major 
role. 


.liesesrelt on Bloc Cosaaunica- 
tlou® (1 person) 


loss of a position in this 
aspect of the program would 
result in a stretch out of the 
program of basic stadias in 
CoosKusiot Bloc c om mu nication 
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fclication# Staff (l pereon) 


support to tons 3*5 ppogrwB 
would suffer. 

A by-product afa^ cut across 
the board la the ®A presutmbly 
would be a reduction of the 
publications load and according 
1/ oa© of the position# 1® the 
Publications Staff conceivably 
could be dispensed with without 
•< mi<n«i penalty • To the extent 
that our reduction in strength 
were less than 5$, however, the 
loss of as editorial position 
could be expected to result in 
slewing down of the editorial 
process with a restiltanfe diwinu 
of iateXliflence output. 


Imring fiscal year 1757 the fallowing major 
in the activities of the Be^oisic Hssoarch Area: 

a. ‘fbe Industrial Division assumed 
for fallowing the eeononlc aspect# of the Soviet gal* 
; >i&slie and atomic energy prograaia. It also increase 
- fwwj ty 0 f the Bloc electr onic industries , Bloc aircs 
produefeloii, and Bloc naval shipbuilding* Research cm 
Middle Bast a nas trade with 'the Bloc was undertaken, 
production and support of COCOK were intensified. Da 
these new activities and the addition of the Military 
Economics Branch to this Division, Its T/Q was raised 
only froa 71 to 


tensive research and coordination on Bloc eco©or«lc 
activities in ^underdeveloped countries* ®» Suax and 
Middle Bast crises placed an increased support burden 
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the Ecooojaic Research Aren, ORR 


cm the transportation. Branch* the Division else undertook 
activities ia support of the- XAC Steading Qsws&fctee ©a la- 
<>Jteng ai t and the Joint Caaaittee oa jfobllisatton g l e ani ng 
ibr Foreign Bcaswmie Measures. These ' varied activities 
added reap ocglblll tieg equivalent to store then tec analysts, 

*hile the Division's T/O mm increased by only two j^fhesionals. 

c. Materials Division's m4®r iaersases in responsibility 
were to follow the easting of the Soviet stowie energy p?ogr«i», 
involving fear fuil-tise prof ©externals mad various other 
aspects of the etaaic energy probl*® Involving the equivalent 
of om full-time professional* five slots were assigned free, 
elsewhere la the Jaw to handle this additional worfc. 

d. A rm iyaia Division's responsibilities did not mterially 
change during this period, although there mm a marked laeswse 
in demand fTasa the Office of national Estimates. 

13m increase in raspems XbHitiee in this period for the Area ss a whale 
was undertaken in spite of an overall reduction In strength frees t!5 
to 4X3. 

4. Sew Activities Initiated 1 July 1357 to 30 September .M53 

During this period, the following aajor activities wars added to 
the responsibilities of the Essmoaic Research Area: 

a. Industrial Division underwent a major reargsaisfttion in 
order to give increased wgfcaeis to research on all economic 
aspects of guided missiles and space iatslligeaee. The 
state of analysts assigned to this work was iaersased fro© 

T to jg?. Intelligence production on grsaaft weapons ad 
awmittoa was elisdnated cm torn coverage of assay non- 
Military industrial iteas. Responsibility for atomic 
energy ecoaosaie intelligence mss transferred to Materials 
Division. Increased demands were placed on the PiriBioo 
for ioieXligwaee support ia the fields of aircraft production, 
suhcAriae production, eleetroaice, sad various aspects of 
military scoamtes. She net result of these changes mm to 
increase -Us*- Sivisim’s responsibilities by as estimated 10 
analyst years but to decrease the Division's T/O fro© to 
03 * 


if ? 
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tm Se*ss«s£c Bemarvh A»a s ORR 


%« dorvsteMO rea^t^XMlJLMeaa #te «fflw&re& m 

'Mm soael^d&ftR «^lvit2®s oeof&OTsi to imsmmm? msd t» 
tsom aMed. to toto toslu c&&rihv&mim to toe 
tttQKAo «t*9fBaf «£& ©atoo® uto®!!# m^sarch p«p*ss % tat 

«a& mmmmm 

to aero tstsass tore© tealafot*’?©©®** a^part to too 
fWfp gafe tofe tel jgg towopt a^aoo of wen Joe? 1»*to£&s©s S§r teator 
o&sUMa «o§ to too t«MSAiBt*0 0HMMMOO or* IMA goo B B oA c 



essltoi. to .«© oottootoS toe*«&ae to toads toad ©^pfea^toat of 35*37 asoljwte 
too f/o to feet teeMswS fsosa 413 to 411* toe o € B be% of toraae 
attSfeSONtt ihwetlai*^ tokan «r totb m tooltoitss ptofteMotal etoeiagto 
2s*@. to®* mmml iOUL AH m^totouo tows aesl to stoato or wtoH 

tapy «& cB^toental Itoas of research or to p* aessteO. asjfecto ©f toolr 
oOieeage « & agtetoisssas® oasto* ‘toe eoteftolstog Of 

mm «e#& W &e MOttO^y «$$**. toe ftatotei toto^y^oe® totofe 
to tyserestljr tola© proceed to wtt agsw teateie to a w &sto l a toe 
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©JBJSCIi Possible Mdittoraal Auctions In Strength ©£ 

the Seononie Research Area, ®ft 


5* toafc IbgWMPfti Reeded jfig, ItetlwftlM 

Oiw*r sad shave tb© new aetivitlea which law© lam requested or 
inaugurated during 1 0a past tv» years, there are a natsber of additional 
rt*utm in uhich the trend of cttrrent develspssate argue® strongly for 
the initial lea of saw effort. 3a»e laeiute 

au $ti& ped up research on the rapidly developing Ooeramiat 
economy. Sse Chinese am pursuing seditious '"lea^- 
forward' gpeie la ehas&ieals, petroletss, iron and steel and 
agriculture} sisilar sores appear to he In the la 

non-ferrous giaarelB, the esgSnewring. industries wad tresas- 
pertation . Ihese develops*®** deserve the best *©»eereh 
that we »■?■* glee th®». A» picture le bo confusing that 
we seed to pat every available analyst o® the task, of 
accumulation wad analysis of often c onf licting basic data 
as veil as on as imaginative yet nature interpretation of 
develogBCttts and the prospects fur tte future . ’Shis will 
isvoXve irteasive research 1st the several Jsey field* ®o«t 
centrally involved. 

t<. the develq gae at of a good study o® the Soviet energy 
balsaac©* preswat and future, with particular esphaais o» 
the *tim*gtne roles of natural jps and petrol mm relative 
to solid fuel. 

o. Acceptance of additional SIS rwponslbiUties la the 
fields of tranaportatlen including eivil aviation, electric 
poser, electronics wad taiacoaa&ualcatloag equipment and 
the aufccaaotive Industries, these ere mm being tee by 
various oosipoEsajts of the Ansed Hu ces sad' experience £a 
mvlsrwins these sections reveals- that the responsible 
services do not have the capability to produce adequate 
contribution® on thews subject*. Coordination and revision 
of these contributions require a large saouat of eaalyste 
tte®} transfer of these responsibilities to the ESA- would 
result in a sn& saving to the !J»S* Intelligence cc^afisity* 

4 . rnssamLoa of support to the East-Wsst Sxchange sws» 
win alaoet certainly be necessary. the Area has provided 
extensive written support for the progrse, Smiada for 
additional export of this hind, are increasing* accompanied 
by a need foe* analysts to accORpeay and jar t icipete la 
m&m of the delegations . 
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MdlttoniJL 'ia^uctiens is kt&tfo&dLmml stj 
tbe BeonOHdUs ftoMSteek Jkxm I* 


e* ifertsakr aapamtetion sr oar «xi«fcls& affflsri* m omem&e 
or tte «gswft3Usg C-ocBaa-i&t Bloe a44 sisd trauie s£ff®eai*» 
«MHMKt£a3U A# tte bs& of activity broaOmis ar^ 

fete vasri&ty of tte cfesteJti at ttm tim ¥>*>£«%* «as> 

paafts, J*ulX ©sserwget and asml&»$M is being S.nc*e*aiic3L3r 
% the V»S« «dA tQr te 

Isfstl antlaisated eaqpanfting; &me w 0 ®^- is tMs fieM iqr 
oT two won? 
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